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TOBACCO  PRODUCTION 
AND  TRADE 


By  James  W.  Birkhead1 


In  the  5-year  period  1950-54,  Brazil  greatly  expanded  its 
production  of  flue-cured  and  air-cured  cigarette  tobaccos, 
and  continued  the  rapid  increase  in  its  production  and  con- 
sumption of  cigarettes.  Its  cigarette  tobaccos  are  of  fairly 
low  quality,  but  are  improving;  and  although  its  exports  of 
these  types  are  not  large,  they  are  tending  to  displace  tobac- 
cos from  other  sources,  including  the  United  States,  espe- 
cially in  certain  countries  of  Western  Europe  and  perhaps  in 
Uruguay. 

There  has  been  a  long-term  downward  trend  in  Brazil's 
production  and  exports  of  Bahia  cigar  leaf,  but  both  have  been 
stimulated  in  the  last  few  years  by  the  recent  decrease  in  In- 
donesia's output  and  exports  of  cigar  tobaccos.  Brazil's  pro- 
duction and  consumption  of  cigars  are  also  on  the  increase. 
Both  in  Brazil  and  in  the  importing  countries,   some  of  the 
cigar-filler  types  of  tobacco  are  used  in  cigarettes. 

Brazilian  imports  of  United  States  cigar  wrapper  are  of 
some  consequence,  even  though  they  are  relatively  small  and 
on  the  decline.  Brazil  could  use  significant  amounts  of  high- 
quality  imported  flue -cured  and  Burley  to  improve  its  blended 
cigarettes;  but  any  increase  in  such  imports  would  be  ham- 
pered by  the  frequent  changes  in  its  multiple  exchange  rates 
and  by  the  expansion  planned  for  its  own  production  of  ciga- 
rette leaf. 


Production 

Brazil  is  the  world's  fifth  largest  producer  of  tobacco, 
being  surpassed  only  by  the  United  States,  China,  the  Soviet 
Union,  and  India.  Total  production  in  1953  was  approximately 
291  million  pounds  (farm  sales  weight)  from  416,000  acres, 
with  both  acreage  and  production  exceeding  previous  records. 
According  to  current  information,  the  upward  trend  continued 
in  1954,  with  an  estimated  production  of  296  million  pounds 
from  433,  000  acres,  exceeding  the  1953  output  by  about  1.  6 
percent. 


Mr.  Birkhead,  of  the  Tobacco  Division,  FAS,  returned 
recently  after  a  survey  of  the  tobacco  industry  in  Brazil. 


Unmanufactured  Tobacco 
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The  kinds  of  tobacco  produced  in  Brazil,  and  the  major 
States  and  municipios  (counties)  producing  each  kind,  are  as 
follows: 

1.  Flue-cured,  and  cigarette  types  of  air-cured:  In  Rio 
Grande  do  Sul,  municipios  of  Santa  Cruz  do  Sul,  Santa  Rosa, 
Sobrandinho,  Tres  Passos,  Venancio  Aires,  Candelaria, 
Cachoeira  do  Sul,  Soledade,  Cangucu,  and  Lajeado;  in  Santa 
Catarina,  municipios  of  Xapeco,  Rio  do  Sul,  Concordia, 
Timbo,  Rodeio,  Curitibanos,  Ibirama,  and  Ararangua. 

2.  Cigar  filler  and  binder:  In  Bahia,  municipios  of  Cruz 
das  Almas,  Santo  Antonio  de  Jesus,  Sao  Filipe,  Irara*,  Sao 
Goncalo  dos  Campos,  Conceicao  do  Almeida,  Amargosa, 
Inhambupe,  Alagoinhas,  and  Santo  Estevao;  in  Sergipe,  muni- 
cipios of  Lagarto  and  Buquim;  smaller  amounts  are  also  pro- 
duced in  Rio  Grande  do  Sul. 

3.  Cigar  wrapper:  Municipio  of  Cruz  das  Almas  in  Bahia. 

4.  Twist:  In  Minas  Gerais,  municipios  of  Uba,  Guarani, 
Sao  Joao  da  Ponte,  Itamonte,  Gimirim,  Astolfo  Dutra,  Pomba, 
and  Cambui;  in  Alag6as,  municipios  of  Arapiraca  and  Anadia; 
in  Goias, municipios  of  Piracanjuba,  Goiatuba,  Jaragua, 
Sucuapara,  Anapolis,  and  Goiania;  in  Sao  Paulo, municipios 

of  Itapira  and  Piracicaba;  in  Piaui,  municipio  of  Oeiras;  in 
Parafba,  municipios  of  Serraria  and  Esperanpa;  in  Pernam- 
buco,  municipios  of  Canhotinho  and  Caruaru. 

Cigarette  Types. --The  most  significant  development  in 
the  Brazilian  tobacco  industry  in  decent  years  is  the  expan- 
sion in  production  of  flue  -cured  tobacco  and  the  rapid  in- 
crease in  output  of  cigarettes.  Commercial  production  of 
flue -cured  tobacco  began  in  the  State  of  Rio  Grande  do  Sul  in 
1933  and  in  the  State  of  Santa  Catarina  in  1946;  by  1953  pro- 
duction had  risen  to  58.  7  million  pounds,  or  about  3-1/2 
times  average  output  in  the  1940-44  period.  Although  in  1954 
production  was  slightly  smaller  than  in  1953  (largely  because 
of  unfavorable  weather  early  in  the  1953-54  season),  it  is 
estimated  that  68  million  pounds  may  be  harvested  in  1955. 
Further  expansion  in  output  is  expected  to  keep  pace  with  in- 
creasing domestic  demand  for  cigarettes,  and  there  may  be 
some  rise  in  production  for  export  as  quality  improves. 

The  average  size  of  the  farms  producing  flue -cured  to- 
bacco is  approximately  75  acres,  of  which  about  3-1/2  to  4 
acres  is  planted  to  tobacco.  A  major  portion  of  the  flue-cured 
is  Amarello  (Amarelinho) ,  which  appears  to  be  crossed  with 
air-cured  varieties.  This  leaf  is  darker  and  heavier  than 
United  States  flue-cured,  although  it  is  sweet  and  fairly  neu- 
tral. Some  varieties  of  Virginia-type  flue-cured  are  grown, 
chiefly  in  Santa  Catarina,  and  output  of  these  is  expected  to 
increase.  Most  of  the  true  Virginia-type  flue-cured  produced 
is  currently  used  in  one  brand  of  high-quality  cigarettes. 

Much  of  the  flue-cured  leaf  grown  in  Brazil  would  not 
meet  the  quality  standards  of  a  number  of  important  consum- 
ing countries.  In  Rio  Grande  do  Sul,  flue-cured  is  produced 
on  relatively  heavy  soils,   rather  than  on  sandy  soils,  where 
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the  quality  of  the  leaf  would  be  better.  Brazilian  tobacco  spe- 
cialists state  that  yields  of  flue -cured  grown  on  the  sandy 
soils  are  low.  Heretofore,  the  quality  of  leaf  grown  on  heavy 
soils  has  been  acceptable  in  cigarettes  produced  for  domestic 
consumption,  and  the  price  spread  between  high-grade  and 
low-grade  leaf  has  not  been  wide  enough  to  stimulate  efforts 
to  improve  quality.  However,  the  present  price -quality  re- 
lationship is  encouraging  such  efforts.     Fertilizer  is  now 
generally  used  for  flue -cured,  but  hardly  at  all  for  other 
types. 

In  the  States  of  Sao  Paulo,  Minas  Gerais,  and  Bahia,  the 
leading  cigarette  company  in  Brazil  has  recently  made  experi- 
mental plantings  of  flue-cured,  but  results  have  not  so  far 
been  encouraging.  This  same  company  has  been  responsible 
for  most  of  the  credit  extended  to  producers  of  these  types  of 
leaf.  The  company  also  grows  seed  for  such  tobaccos  and  dis- 
tributes it  to  farmers,  although  apparently  various  depart- 
ments of  the  State  and  Federal  Governments  are  assuming  in- 
creased responsibilities  for  these  services. 

Brazil  produces  small  amounts  of  Burley.  Approximately 
3.  5  million  pounds  was  reported  as  produced  in  Santa  Catarina 
and  Rio  Grande  do  Sul  in  1954.  Most  Brazilian  Burley  is  heav- 
ier and  redder  than  the  United  States  leaf,  although  small 
amounts  of  the  lighter  types  are  produced.  Brazil  also  pro- 
duces - -largely  in  Rio  Grande  do  Sul- -a  mild  dark  air-cured 
cigarette  tobacco.  Another  kind  of  cigarette  leaf,  apparently 
developed  locally,  is  similar  in  appearance  to  heavy  red 
Burley,  and  should  probably  be  classed  as  light  air-cured. 

Cigar  and  Twist  Types. --Before  World  War  II,  most  of 
the  tobacco  produced  in  Brazil  was  dark  air-cured  twist  and 
cigar  leaf,  with  only  small  amounts  of  flue -cured  and  light 
air-cured  cigarette  leaf.  Cigar  leaf  is  grown  mostly  in  Bahia, 
although  Sergipe  and  Rio  Grande  do  Sul  have  some  production. 
The  major  portion  of  this  tobacco  is  used  as  filler  and  binder, 
but  some  is  used  as  wrapper.  Wrapper  is  grown  chiefly  in  the 
Cruz  das  Almas  municipio  of  Bahia,  and  output  of  this  type  is 
increasing. 

Large  amounts  of  dark  air-cured  leaf  produced  in  Minas 
Gerais,  and  smaller  amounts  produced  in  numerous  other 
States,  are  consumed  principally  as  "twist,  "  in  the  rural 
areas  and  small  towns.  This  type  of  tobacco  is  delivered  in 
long  coils  by  producers  to  the  local  markets  and  is  sold  there 
by  weight,  to  be  used  for  hand-rolled  cigarettes,  for  pipe 
smoking,  and  for  chewing.  As  consumer  preferences  change, 
production  of  twist  is  expected  to  decline.  According  to  rep- 
resentatives of  the  Brazilian  cigarette  industry,  twist  tobac- 
cos can  also  be  used  in  manufactured  cigarettes,  although  at 
present  they  are  more  expensive  than  other  types  of  dark  leaf. 


-  7  - 


TABLE  3. — Tobacco  production  in  Brazil,  by  kinds,  averages 
1935-39  and  1947-51,  annual  1952-54 


[In  thousands  of  pounds,  farm  sales  weight] 


Kind 

Average 

1952 

1953 

1954 

1935-39 

1947-51 

Other  air-cured2 

12,549 

76,600 
25,600 
87,954 

45,498 
2,000 
56,000 
41,131 
88,491 

27,778 
2,800 
^3,558 
48,000 
112,228 

58,697 
3,000 
59,917 
63,800 
105,891 

56,217 
3,472 
64,718 
67,783 
103,828 

202,703 

233,120 

234,364 

291,305 

296,018 

1  If  any,  included  in  twist  or  other  air-cured. 

2  This  is  chiefly  dark  air-cured  tobacco  used  in  cigarettes 
and  does  not  include  cigar  or  twist  tobacco. 

3  Includes  some  cigar  tobacco  in  Sergipe,  Rio  Grande  do 
Sul,  and  other  States. 

Source:  Reports  of  agricultural  attaches  and  other  U.  S. 
representatives  abroad. 

TABLE  4. — Flue-cured  tobacco:  Estimated  production  in  Brazil, 
States  of  Rio  Grande  do  Sul  and  Santa  Catarina,  average 
1940-44,  annual  1945-54 


[In  thousands  of  pounds,  farm  sales  weight] 


Period  or  year 

Rio  Grande  do  Sul 

Santa  Catarina 

Total 

Average  1940-44... 

16,662 

16,662 

Annual : 

1945  

18,188 

C1) 

18,188 

1946  

41,336 

357 

41,693 

1947  

31,482 

1,234 

32,716 

1948  

39,683 

1,367 

41,050 

1949  

41,336 

2,205 

43,541 

1950  

40,179 

3,197 

43,376 

1951  

40,565 

4,409 

44,974 

1952  

24,802 

2,976 

27,778 

1953  

53,737 

4,960 

58,697 

19542  

49,603 

6,614 

56,217 

1  Commercial  production  started  in  1946. 

2  Preliminary  estimates. 

Source:  Reports  of  agricultural  attaches  and  other  U.  S. 
representatives  abroad. 
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Prices  Paid  to  Farmers 


There  is  no  auction  system  for  selling  an    purchasing  to- 
bacco in  Brazil.  One  company  purchases  about  two-third  oi 
all  the  flue-cured  and  air-cured  types  used  in  cigarettes.  Be- 
fore the  harvest,  this  company  publishes  the  prices  it  will 
pay  for  the  various  grades  of  flue -cured.  Burley,  and  ciga- 
rette types  of  air-cured,  and  these  largely  become  the  prices 
paid  by  all  buyers. 

Cigarette  Types. --In  1954,  prices  of  flue -cured,  in  terms 
of  Brazilian  currency,  were  increased  about  35  percent  above 
the  1953  level,  partly  to  encourage  production,  but  partVy  also 
to  offset  increased  costs  due  to  inflation.  As  an  incentive  for 
improving  quality,  prices  of  the  better  grades  were  raised 
more  than  those  of  the  lower  grades.  There  is  a  difference  of 
about  1  cent  per  pound  in  favor  of  "mild"  flue -cured,  as  corn- 
pared  with  "strong.  "  For  sorting  the  leaf,  farmers  are  paid 
approximately  2  cents  per  pound  in  addition  to  the  base  p:-ice. 
There  are  two  price  schedules  for  flue -cured:  one  for  Ama- 
relio,  which  includes  quotations  for  11  established  grades, 
and  another  for  Virginia,  which  covers  quotations  for  8 
grades. 

Burley  is  graded  into  eight  classes,  largely  according  to 
the  position  of  the  leaf  on  the  stalk.  Producers  who  sell  their 
entire  supply  to  the  leading  cigarette  company  are  paid  a 
premium  of  about  2.  5  cents  per  pound  (in  addition  to  the  base 
price)  for  "light"  leaf,  as  compared  with  "strong.  "  In  1954, 
producers  who  sold  all  their  output  to  this  company  also  re- 
ceived an  additional  2  cents  per  pound  if  they  built  recom- 
mended types  of  curing  barns,   or  an  extra  1  cent  per  pound 
if  they  remodeled  existing  barns  in  accordance  with  the  rec- 
ommendations of  the  company  specialists. 

Prices  paid  in  1954  to  producers  of  the  cigarette  type  of 
air-cured  grown  in  Rio  Grande  do  Sul  were  65  percent  above 
those  paid  in  1953. 

Cigar  Leaf  .--Prices  paid  to  Bahia  producers  of  cigar  leaf 
in  1951  and  1952  were  increased  about  10  percent  above  1950 
levels  for  the  lower  grades  and  35  percent  for  the  high-quality 
grades.  In  1953,  these  prices  were  again  increased,  to  more 
than  double  the  levels  of  1952;  but  data  on  prices  paid  in  1954 
are  not  yet  readily  available. 

Prices  of  Brazilian  cigarette  tobacco  are  available  in 
terms  of  local  currency;  however,  because  of  the  frequent 
changes  in  Brazil's  multiple  exchange  rates,  these  prices 
cannot  be  converted  into  U.S.  currency  equivalents  as  a  basis 
for  valid  comparisons  of  prices  received  in  the  two  countries. 

Foreign  Trade 

Exports. --Brazil  was  the  sixth  ranking  country  in  total 
quantity  of  unmanufactured  tobacco  exported  in  the  1951-53 
period.  However,   since  1950,  Brazil's  exports  of  leaf  tobac- 
co have  shown  a  considerable  decline,  especially  in  1953, 
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largely  because  of  decreased  production  due  to  drought  in 
northeastern  Brazil.  In  1953  exports  were  only  three -fourths 
of  those  in  1952.  In  1954,  however,  more  cigar  tobacco  was 
available  for  export  than  in  the  previous  3-year  period.  Pro- 
duction in  the  1953-54  crop  year  rose  considerably  because 
of  larger  planting  and  higher  yields.  The  expansion  in  acreage 
was  stimulated  by  the  increased  prices  received  for  the  crop 
harvested  in  1953,  and  yields  rose  as  a  result  of  favorable 
weather. 

Since  1950,  European  countries  have  taken  most  of  Brazil's 
leaf  exports,  the  largest  shares  going  to  Western  Germany, 
the  Netherlands,  and  Spain.  However,  to  all  the  European 
countries  except  the  Netherlands,  France,  and  Sweden,  Brazil 
exported  considerably  less  leaf  in  1953  than  in  1952,  and  its 
exports  to  most  of  these  countries  have  declined  sharply  since 
1950.  Even  France  and  the  Netherlands  took  less  Brazilian 
tobacco  in  1953  than  in  most  postwar  years. 

Brazil's  principal  Latin  American  markets  have  been 
Uruguay  and  Argentina.  In  each  of  the  years  1950-53  Uruguay 
took  more  Brazilian  tobacco  than  in  1945-49.  But  Argentina, 
which  in  1945-49  was  Brazil's  second  most  important  market 
for  the  dark  tobaccos  used  in  strong  cigarettes,  has  taken  no 
tobacco  from  Brazil  since  1951. 

Brazilian  exports  of  flue -cured  could  probably  be  in- 
creased substantially,  although  the  quality  of  this  and  some 
cigarette  types  of  air-cured  must  be  much  improved  first. 
The  average  quality  of  Brazilian  flue -cured  is  considerably 
lower  than  that  of  United  States  leaf,  but  it  is  primarily  on 
a  price  basis  that  the  importing  countries  purchase  Brazil's 
flue-cured  and  certain  types  of  its  air-cured  (used  largely  in 
cigarettes).  Much  of  the  leaf  from  Brazil  is  then  blended  with 
tobaccos  from  other  areas  or  used  in  the  manufacture  of 
strong  cigarettes.  Nevertheless,  Brazil  is  supplying  tobacco 
to  some  countries  (particularly  certain  ones  in  Western 
Europe)  that  could  purchase  from  other  suppliers,  jncluding 
the  United  States.  Since  Brazil's  own  consumption  of  ciga- 
rettes is  increasing  rapidly,  however,  larger  amounts  of  its 
cigarette  tobaccos  are  expected  to  be  absorbed  domestically. 

A  large  share  of  Brazil's  tobacco  exports  is  comprised  of 
Bahia  cigar  leaf.  Limited  amounts  of  some  Brazilian  cigar 
tobaccos  (Bahia  cigar  filler  and  dark  air-cured  leaf  from 
southern  Brazil)  are  also  used  in  the  manufacture  of  strong 
cigarettes  in  some  countries,  especially  France  and  Spain. 
Brazil  ships  small  quantities  of  cigar  filler  (and  of  Latakia 
cigarette  leaf)  to  the  United  States. 

Although  the  export  market  for  cigar  leaf  is  relatively 
strong,  Brazilian  producers  of  cigar  filler  and  binder  for  ex- 
port are  facing  increasing  competition  from  producing  areas 
in  the  West  Indies.  A  representative  of  the  Brazilian  tobacco 
industry  has  stated  that  if  Brazil  is  to  continue  to  enjoy  its 
present  share  of  the  world  trade  in  cigar  leaf,  it  must  improve 
its  methods  of  production,  handling,  and  packing  and  give 
greater  emphasis  to  supplying  a  uniform  product.  Much  re- 
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TABLE  6. — Twist:  Exports  from  Brazil,  average  194-0-44,  annual 
1945-53  and  January- June  1954 


[  In  thousands  of  pounds] 


Period  or  year 

Quantity1 

Period  or  year 

Quantity1 

Average  1940-44. 

1  , 

A I  ill  lid  J_  U  Oil  • 

Annual : 

960 

1,915 

2,109 
1,323 
1,082 
2,399 

2,028 
622 

2,291 
193 

1353  

1954 (Jan. -June) 

1  Over  93  percent  was  sent  to  Uruguay  except  in  1943. 


Source:  Comercio  Exterior  do  Brasil,  and  reports  of  agri- 
cultural attache's  and  other  U.S.  representatives  abroad. 

search  and  improvement  work  is  being  done  along  these  lines 
by  the  Tobacco  Institute  of  Bahia  and  experiment  stations  in 
the  area. 

In  1953,  Brazil  exported  approximately  2.  3  million  pounds 
of  twist- -a  substantial  increase  over  1952,  and  the  largest 
amount  reported  in  the  last  10-year  period  except  for  1949. 
Uruguay  has  purchased  over  90  percent  of  these  exports  in 
recent  years,  with  Germany  taking  the  remainder  since  1949. 

In  general,  Brazil's  current  system  of  foreign-exchange 
controls,  as  compared  with  a  free  market  for  foreign  ex- 
change, results  in  (1)  an  increase  in  the  price  paid  by  the  im- 
porter of  Brazilian  tobacco,  in  terms  of  his  own  currency, 
and  (2)  an  increase  in  the  foreign  currency  or  profits  accruing 
to  the  Brazilian  Government.  However,  the  continuing  infla- 
tion of  Brazilian  currency  makes  it  practically  impossible  to 
calculate  prices  accurately  in  terms  of  foreign  currencies  on 
the  basis  of  realistic  foreign-exchange  rates.  Under  the  re- 
cent system  of  export  bonuses,  80  percent  of  the  value  of  the 
tobacco  exported  was  converted  from  cruzeiros  to  the  foreign 
currency  on  the  basis  of  the  "official"  rate,  and  the  remaining 
20  percent  on  the  basis  of  the  average  "free  market"  rate  of 
the  previous  week.  For  example,  in  the  first  week  of  Septem- 
ber 1954  the  official  rate  was  18.  36  cruzeiros  per  dollar,  and 
the  free-market  rate  approximately  65.  On  this  basis,  the 
average  rate  of  conversion  for  tobacco  exports  was  approxi- 
mately 21.4  cruzeiros  per  dollar. 

Imports .-- Brazil's  imports  of  unmanufactured  tobacco, 
which  have  always  been  small,  have  become  even  smaller  in 
recent  years.  Purchases  from  the  United  States  have  declined 
steadily  from  earlier  levels:  156,000  pounds  of  United  States 
leaf  (all  cigar  wrapper)  was  imported  during  1953,  compared 
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TABLE  7. — Unmanufactured  tobacco:  Imports  into  Brazil by- 
country  of  origin,  averages  194-0-44  and  1945-49,  annual 
1950-53 


[In  thousands  of  pounds] 


Country  oi  origin 

Average 

"I  Q5D 

J.  7  J\J 

1  951 

1952 

1953 

1940-44 

1945-49 

254 

360 

228 

203 

183 

156 

United  Kingdom. . . . 

19 

1 

•  •  • 

4 

64 
1 

84 
3 

•  •  • 

28 

46 

1  51 

•  •  • 

301 

407 

232 

319 

270 

156 

1Wholly  from  Turkey. 


Source:  Comer cio  Exterior  do  Brasil. 


with  the  average  of  360,000  pounds  a  year  for  1945-49.  Im- 
ports of  cigar  wrapper  are  expected  to  continue  declining  as 
Bahia's  output  of  this  kind  of  leaf  rises. 

In  September  1954  the  import  duty  on  leaf  tobacco  was  6.  2 
cruzeiros  per  pound,  or  about  9.  6  United  States  cents  at  the 
"free-market  official  rate"  of  65  cruzeiros  per  United  States 
dollar.  (In  January  1955  it  was  decreased  to  5.  7  cruzeiros-- 
about  7.  5  cents  at  the  January  "free -market  official  rate"  of 
76.  19  cruzeiros.)  In  terms  of  actual  cost  levels  in  the  two 
countries,  however,  these  figures  should  probably  be  in- 
creased by  about  50  percent.  While  this  tariff  rate  is  an  ob- 
stacle to  the  shipment  of  leaf  tobacco  to  Brazil,  it  is  not  high 
enough  to  prohibit  such  imports  entirely.  The  current  system 
of  purchasing  foreign  exchange  is  what  virtually  precludes  the 
importation  by  Brazil  of  any  tobaccos  other  than  cigar  wrap- 
per. Under  this  system,  all  Brazilian  imports  are  classified 
into  five  categories,  based  on  their  essentiality  to  the  welfare 
of  Brazil's  economy.  The  effective  exchange  rates  for  each 
category  are  established  by  auction;  would-be  importers  of 
the  goods  listed  in  the  category  submit  bids,  usually  several 
times  a  week,  for  the  privilege  of  purchasing  foreign  cur- 
rency. The  price  resulting  from  each  auction  is  effective  un- 
til another  auction  is  held.  Purchases  of  cigar  wrapper,  in 
which  Brazil  is  deficient,  are  made  under  import  category  II, 
which  is  reserved  for  the  second  most  essential  imports. 
During  the  first  week  of  September  1954,  the  effective  ex- 
change rate  for  this  category  was  approximately  70  cruzeiros 
per  dollar  (18.  36  cruzeiros  at  the  .official  rate  plus  52  cru- 
zeiros representing  the  average  auction  price  for  that  week). 
On  the  assumption  that  cigar  wrapper  is  selling  for  $3.  25  per 
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pound,  the  cost  to  the  Brazilian  importer  would  be  228  cru- 
zeiro^ per  pound.  This  is  high,  but  not  entirety  prohibitive, 
either  in  terms  of  the  prices  paid  for  domestic  cigar  tobaccos 
or  in  terms  of  the  price  of  a  cigar  made  with  a  small  amount 
of  this  imported  wrapper. 

However,  unmanufactured  tobacco  other  than  cigar  wrap- 
per is  imported  under  category  V,  that  for  the  least  essential 
imports.  During  the  first  week  of  September  1954,  the  effec- 
tive exchange  rate  for  this  category  averaged  about  170  cru- 
zeiros per  dollar  (the  official  rate  of  18.  36  cruzeiros  plus  an 
average  auction  price  of  152  cruzeiros).  Hence  foreign  ex- 
change for  the  purchase  of  unmanufactured  tobacco  commands 
a  very  high  price  in  terms  of  cruzeiro  cost  to  the  Brazilian 
importer,  as  compared  with  the  prices  paid  for  domestic  leaf. 
For  example,  in  1954  the  highest  average  price  paid  to  the 
Brazilian  farmer  for  the  best  grade  "C"  of  Virginia-type  flue- 
cured  was  approximately  8  cruzeiros  per  pound  (farm  sales 
weight),  and  the  average  price  paid  him  for  all  Virginia-type 
flue -cured  was  probably  between  5  and  6  cruzeiros  per  pound. 
In  contrast,  United  States  tobacco  with  a  delivered  price 4n 
Brazil  of  70  United  States  cents  per  pound  would  actually  cost 
the  Brazilian  importer  nearly  120  cruzeiros  per  pound  (ex- 
clusive of  import  duties,  taxes,  and  the  like),  largely  owing 
to  this  system  of  foreign-exchange  control.  On  this  basis,  the 
cost  of  imported  cigarette  tobaccos  is  prohibitive;  and  even 
with  a  "free  market"  for  foreign  exchange,  the  prices  of 
United  States  cigarette  tobaccos  might  be  high  in  relation  to 
the  cost  of  Brazilian  leaf,  at  least  for  several  years. 

Brazilian  cigarettes  could  be  improved  considerably  by  in- 
creasing the  use  of  high-quality  leaf  with  superior  aroma  and 
flavor.  However,  if  Brazilian  imports  of  cigarette  tobacco 
should  begin  to  rise  significantly,  it  seems  likely  that  import 
duties,  currency  allocations,  and  domestic  production  pro- 
grams would  be  applied  in  such  a  manner  as  to  discourage 
them. 

Tobacco  Products 

Manufacturing 

The  population  of  Brazil  has  been  growing  rapidly;  for 
1952  it  was  estimated  as  54.  7  million.  Brazil's  consumption 
of  tobacco  products,  especially  cigarettes,  is  receiving  great 
impetus  from  this  continued  high  rate  of  population  increase, 
as  well  as  from  a  population  shift  to  the  urban  areas. 

Cigarettes  .--Brazil  has  a  modern  cigarette -manufacturing 
industry,  with  factories  in  every  State.  Production  is  concen- 
trated, however,  in  the  Federal  District  of  Rio  de  Janeiro  and 
in  Sao  Paulo  State.  Though  there  are  several  producing  com- 
panies, the  industry  is  dominated  by  one,  which  accounts  for 
65  percent  or  more  of  total  output. 
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TABLE  8. — Cigarettes:  Commercial  production  in  Brazil,  aver- 
ages 1935-39  and  1940-44,  annual  1945-54 


Period  or  year 

Quantity 

Average : 

J7I  t  £  I  0  71  s 

1  "3    ^  1  1 

t  ov  n  j  j 

<cU  ,Ooo 

Annual : 

/&  JL  ,  D  J  f 

1947  

27,360 

1948  

29,460 

32,500 

36,500 

40,400 

41,600 
42,000 

1  Estimated  on  the  "basis  of  data  through  October. 


Source:  Reports  of  agricultural  attaches  and  other  U.S. 
representatives  abroad. 

Practically  all  the  cigarettes  produced  in  Brazil  are  made 
from  blends  of  flue -cured  and  air -cured  (both  dark  and  light 
air -cured,  including  some  Burley).  Much  of  the  dark  tobacco 
used  in  cigarettes  looks  harsh  and  strong,  but  some  is  sur- 
prisingly mild,  with  a  relatively  good  flavor. 

Of  the  3  most  popular  brands  of  cigarettes,  1  retails  for 
7.  5  cruzeiros  per  pack  of  20  and  the  others  for  3.  2  cruzeiros 
per  pack  (June  1954  prices).  Taxes  on  tobacco  products  are 
relatively  low.  Some  idea  of  cigarette  prices  relative  to  in- 
come can  be  gained  by  comparing  the  .above  prices  with  typical 
retail-store  wages,  which  were  mostly  between  500  and  900 
cruzeiros  per  week  during  June  1954. 

Twist .  --Large  amounts  of  twist  are  used  in  Brazil;  most 
is  processed  on  the  farm,  but  some  in  small  factories.  Every 
State  in  Brazil  produces  twist,  but  most  of  the  output  is  in  the 
State  of  Minas  Gerais,  with  the  industry  concentrated  in  the 
Uba  area.  In  making  this  type  of  product,  thick  strips  of  leaf 
are  lapped,  twisted  into  cords,  and  wound  on  windlass  sticks. 
After  the  leaves  have  yellowed,  they  are  dipped  into  tobacco 
extract  (in  Brazil,  usually  the  only  flavoring  used  for  twist). 
Then  they  are  dried  in  the  sun  and  twisted  again.  The  end 
product  is  a  long,  coiled  rope  of  several  strands,  brought  to 
the  local  market  by  the  producer,  to  be  cut  and  sold  by  weight. 

Some  twist  is  sold  for  hand-rolled  cigarettes,  on  which 
regular  wrapping  paper  or  corn  husks  are  frequently  used  as 
covers;  corn  husks  are  cut,  packaged,  and  sold  in  grocery 
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TABLE  9. — Cigars:  Production  in  Brazil  (State  of  Bahia  only), 
average  194-1-45,  annual  1946-53 1 


Period  or  year 

Quantity 

Annual: 

Thousands 
157,743 

174,678 
158,661 
133,005 
130,321 
160,036 
224,744 
191,523 
200,054 

1  QZ.7  



1  Data  are  not  readily  available  for  all  of  Brazil,  "but 
most  commercial  production  is  in  Bahia. 


Source:  Reports  of  agricultural  attaches  and  other  U.S. 
representatives  abroad. 

stores  for  this  purpose.  The  rest  of  the  twist  is  sold  for  pipe 
smoking  and  for  chewing.  Since  there  is  no  tax  on  this  prod- 
uct, there  are  no  accurate  estimates  of  the  amounts  produced 
or  consumed,  but  much  of  the  output  is  doubtless  used  by  the 
processors  themselves  and  never  reaches  the  market. 

Cigars. --The  cigar  industry  is  concentrated  chiefly  in 
Bahia,  with  limited  production  in  Santa  Catarina,  Rio  Grande 
do  Sul,  Sergipe,  Sao  Paulo,  and  a  few  other  areas.  Commer- 
cial output  has  increased  in  recent  years  along  with  domestic 
consumption,  even  though  exports  have  declined. 

Foreign  Trade 

Exports .-- Brazil's  exports  of  cigarettes,  which  attained 
some  importance  during  World  War  II,  have  ceased  entirely 
since  1948. 

In  recent  years,  exports  of  cigars  and  cigarillos  ("little 
cigars")  have  declined  substantially  from  the  level  that  pre- 
vailed during  and  immediately  after  World  War  II.  In  1953, 
about  1.3  million  cigars  and  cigarillos  were  exported- -only 
60  percent  of  the  number  shipped  in  1952  and  27  percent  of 
the  1945-49  average.  In  1953,  more  than  three -fourths  of 
Brazil's  total  exports  of  these  products  went  to  Germany  and 
Portugal.  However,  shipments  to  Germany  were  only  about 
half  the  amount  sent  the  previous  year,  and  Uruguay  and  Ar- 
gentina, which  previously  took  significant  quantities  from 
Brazil,  imported  practically  none.  Though  Portugal  and 
Switzerland  increased  their  takings  of  Brazilian  cigars  and 
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TABLE  10. — Cigars  and  cigarillos:1  Exports  from  Brazil,  by 
country  of  destination,  averages  194-0-44  and  194-5-49,  an- 
nual 1950-53 


[in  thousands] 


Average 

1950 

19512 

1952 

1953 

Country 

1940-44 

1945-49 

723 

680 

148 

239 

.  •  • 

Great  Britain. . 

338 

720 

944 

993 

453 

412 

306 

#*475 

Switzerland .... 

250 

740 

326 

925 

58 

98 

Union  of  South 

152 
275 

191 
224 

O 

29 

? 

nQrt 

29o 

14 

1 

Rpl  ctt  iiid_ T  n  yptti— 

■DC  J-g  -L  UXLI— J_|U_A.CIU— 

bourg 

8 

17 

40 

21 

90 

74 

Netherlands 

West  Indies.. 

518 

415 

... 

(3) 

425 

480 

1,212 

1,040 

502 

178 

396 

21 

29 

79 

110 

Total  

3,442 

4 

,731 

1,328 

2,514 

2,117 

1,274 

1  "Little  cigars." 

2  Converted  from  given  weight  at  18.7  pounds  per  1,000 
cigars  and  8.7  pounds  per  1,000  cigarillos. 

Included  in  "other." 


Source:  Comercio  Exterior  do  Brasil. 

cigarillos  in  1953  as  compared  to  the  year  before,  this  may 
have  been  partly  due  to  the  fact  that  smaller  than  normal 
quantities  of  cigar  leaf  were  available  to  those  countries  for 
the  manufacture  of  cigars. 

Imports. During  the  5  years  immediately  following  World 
War  II,  Brazil  imported  about  6,  080  pounds  of  cigarettes  a 
year.  About  90  percent  of  this  was  from  the  United  States; 
most  of  the  remainder,  from  Great  Britain.  During  this 
period,  small  quantities  of  cigars  were  also  taken,  largely 
from  Cuba  and  the  United  States.  In  the  last  4  years,  however, 
Brazil  has  imported  no  cigars  or  cigarettes.  The  only  imports 
of  manufactured  tobacco  products  were  8,100  pounds  (product 
not  specified)  from  Great  Britain  in  1953. 
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TABLE  11. — Brazilian  import  duties1  on  manufactured  tobacco 
products,  September  1954  and  January  1955 


[In  cruzeiros  per  pound,  except  as  noted] 


Commodity 

Import  duty2  in — 

September  1954 

January  1955 

20.6 
24.7 
49.4 
42.5 
3  134.6 

18.48 
22.48 
44.90 
38.61 
3  122.36 

1  Exclusive  of  a  Social  Security  tax  collected  as  an  import 
duty,  which  amounts  to  2  percent  of  the  commercial  value  of 
the  item. 

2  The  average  "free-market  official"  rate  of  exchange  was 
65  cruzeiros  per  U.  s.  dollar  in  September  1954  and  76  in 
January  1955. 

3  Cruzeiros  per  hundred. 

Source:  Reports  of  agricultural  attaches  and  other  U.  S. 
representatives  abroad,  and  U.  S.  Department  of  Commerce. 
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